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NIS & Baltic Countries
Look to Join the WTO

status vis-a-vis all other WTO members, access to the WTO dis-
pute resolution process, and the right to participate in future
negotiation rounds.

However, joining the WTO is a lengthy, involved procedure. An
applicant country’s trade regime, economic policies, and laws
must be reviewed by a WTO working party to determine its
compliance with WTO rules, and bilateral negotiations on mar-
ket access for trade in goods and services must be completed.
Out of the working party meetings and bilateral negotiations
(between the acceding country and individual WTO members)
come the applicant’s terms of membership—i.e., its Protocol of
Accession.

Assessment of NIS and Baltic policies in the context of WTO
rules is complicated by the transitional nature of these countries’
economies. For agriculture, several problematic issues—e.g.,
state trading activities, food safety and product standards, and

NIS and Baltic Countries Comprise Nearly Half of
WTO-Accession Applicants

Country Population GDP
(1995) (1994)
Million $ billion

NIS and Baltics

Armenia 4 8

Azerbaijan 8 14

Belarus 10 58

wenty-nine countries are currently in the process of Sl Z =

. L Georgia 6 6

accession to the World Trade Organization. Nearly halfi Kazakstan 17 55

of the 29 are the Newly Independent States (NIS) of the  kyrgyzstan 5 8

former Soviet Union, and the three Baltic countries—Estonial Latvia 3 12

Latvia, and Lithuania. The accession has great potential to Lithuania 4 14

increase trade that would benefit current WTO members as ywi Moldova _ 5 12

as the acceding countries. Russ_lan Federation 150 721

Ukraine 52 189

. . . ) Uzbekistan 28 55

The Baltic countries and 10 of the 12 NIS—Russia, Ukraine, Subtotal 287 1,158

Kazakstan, Belarus, Uzbekistan, Kyrgyzstan, Moldova, Armeni

Azerbaijan, and Georgia (Turkmenistan and Tajikistan are the Others

exceptions)—have begun the application process. Since thege Albania 4 4

countries are high-cost producers of agricultural goods, partict ég‘;’t'g dia ﬁ 9(73

larly I|vestoqk and other high-value products, u.s. agriculture People’s Republic of China 1,203 2,979

could benefit from this trade expansion through increased SieriE 5 12

exports. With exports to these countries already expanding, th  Former Yugoslav Republic of Macedonia 2 2

main benefit of WTO accession, both to the acceding countrie:  Jordan 4 17

and to their trade partners, would be to restrain growing protec Nepal 22 22

tionist pressure which, if unchecked, could impede growth in| ~ Oman 2 17

: ; : ; Saudi Arabia 19 173

NIS and Baltic trade. As the NIS and Baltic nations establish Sevchellos o o

more market-oriented economic systems integrated into the Suﬁan 30 24

world economy, their producers are increasingly exposed to {0 fajpe; 22 257

eign competition, and producers’ response has been to lobby  Tonga o* 0**

strongly for protection. Vanuatu o* (0%

Vietnam 74 84

The U.S. and other WTO members would also benefit from Subtotal L S5

more transparent and predictable trade regimes in the accedir g 1,713 4,853

countries, based on WTO rules. Specific membership advanta 55 an50,000 #Less than $50 milion.

to the NIS and Baltic countries are most-favored-nation trade
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the level of domestic suppbto the fim sector—a& common
to most NIS and Baltic accessiofi$iese issues iae mainy
because the coumgs’ policies ae still to a lage dgyree gaed
to the nonmadeet system of theofmer Swiet Union.

Trade Gains FomWTO Accession
Are Potentially Large

The basisdr mutually beneicial trade betwen counies based
on compaative adiantage is tha a county beneits from eport-
ing those gods vhich it produces elatively efficiently—i.e., at
a lover cost—and impads goods it poduces less B€iently. But
during the Swiet regime the stee was not ery interested in
trade @ins tha could be obtainedybspecializing in the pduc
tion and &port of goods with signitant intenational cost
advantayes.

The USSRS goal was to be as economicalielf-suficient as
possitle—impotts were used toifl shortfalls in the econom
wide plan of poduction,and eports were used to pafor need
ed impots. The Swiet econory was not vell integrated into the
world econony, and its poduction tebinologies were typically
inferior to those of th&Vest.As a esult,large differences inel-
ative costs of pyduction br goods ingitably existed with other
counties—i.e, strong potential xisted br increasing mitually
beneicial trade based on compative ad/antage.

The USSR was a lev-cost poducer of ntral gas eldive to
world maiket piices,a medium-cost mducer of makinery and
equipmentand a gneally high-cost poducer of gricultural
goods—especiall med. The USSR wuld deaty have benet-
ed from trading moe low-cost gpods br high-cost poducts. er
example for an adltional unit of meanot poduced (a unit of a
good is deihed as the amount thaould sell br $1 on the
world maiket), the USSR could he used the 2.51bles of
resouces sged to poduce 25 mar units of ntural gas. If
exported the gas would hare eaned $25 on the arld maket.
With this mong, the USSR could then i@ impoted 25 units of
med, resulting in a substantiaktgain from trade of 24 units of
med. Although the Swiet Union was a &irly large exporter of
naural gas,it would hare beneted from producing and xport-
ing even moe @as,and flom pioducing less and impting more
med.

Just as the USSRasg a lav-cost poducer of ntural gas and a
high-cost poducer of gain and metreldive to the world mar
ket,a rumber of non-USSR couiws tha produced ér export
were high-cost pyduces of ndural gas and la-cost poduces
of agricultural goods elaive to the USSRThese countes
would hare cained fom exporting more meato the USSR in
order to puchase mag ndural gas.

The geder the diference betwen elaive poduction costsdr
various gpods,the geaer was the potentialof the USSR to
expand pofitable trade based on comtive ad/antage.
Econonywide, Soviet relaive costs of pyduction difered sub
stantially from the pices of gods taded on the wrld maket,
indicating tha the county’s foreign tade vas fir belav the level

USSR Had a Significant Comparative Ad vantage in
Producing Natural Gas Over Grains and Meat

Product Production cost*
Rubles

Natural gas 0.1

Machinery and equipment 0.5

Grain 1.2

Meat 25

*Estimated cost in rubles in the Soviet Union of producing an amount of a good
(or product group) that sold for $1 on the world market during the 1980's. Costs
were calculated using standard method developed in the West for computing full
economic cost of producing goods in the USSR.
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that would have maximizd @ains flom trade based on comgar
tive adrantage.

A good xample of Swiet trade & odds with compaative ad/an
tage involved ayriculture. Although the USSR s a high-cost
producer of megrelaive to gain, during the 19805 the county
imported lage amounts of @in rather than metaThis behsior
was inconsistent with its com@ive ad/antage, but was initig-
ed as a ntter of stée poligy beginning in the edy 19705 when
the Swiet regime decided to substantialincrease the Viestok
sector From 1970 to 1990Soviet output of meand other ire-
stok products ose ly about 50 perent.The incease \as
achieved however, only a very high costs of prduction.The
Soviets were pushing the rgwth of livesto& production
throughout the counyr but paticularly in nothem regions.
These agas lak agriculturally rich land; hae cold ¢imates,
which means a shtar gyricultural season asell as high hea
ing costs 6r livestok; and ae gain-defcit produces, requiling
most fed to be @inspoted in fom other agas.

Since economiceform began in the edy 19905, the NIS and
Baltic countres hae substantiayl reduced both theirdestok
sectos and their gain impots, and h&e inceased maampotts.
In 1996 these courés impoted over 2 million tons of mea
from outside theegion, compaed with aerage anmal mea
imports of @out 850,000 tons dung the 198Gs.

Although the NIS and Balticegion as a Wole gppeas presenty
to have a compattive disadantaye in ayriculture, favorable land
and dimate in cetain counties within the egion probéebly give
those countes some compative adrantage in ariculture.
Ukraine and Kazakstan in pizular ae likely to be net gricul-
tural exporters, especialy of grain.

Since eforms b@an,the stucture of NIS and Baltic aide has
been bangdng, especial in agriculture, but the egion has not
yet eploited its full potential ér expanding tade accating to
compastive ad/antaye. In real tems, aggregate NIS tade with
naions outside theegion is not nuch greaer than dung the
Soviet peiod, and has actualifallen in eal tems for most
imported items.
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How a Country Joins the WTO

TheWTO huilds on its pedecessothe Geneal Agreement
on Tariffs andTrade (GAT), by incomorating the esults of
the Uuguay Round (UR) of tade ngotiations, which
strengthened»asting les and inimduced ne disciplines in
the aeas of tade in serices and intellectual ppety rights
(AO December 1996All UR agreements plus the amended
version of the GAT (known as GAT 1994) brm the basis
for accession mptiations.As a lesult,accession to thé&/TO
has become mercomple.

Article XII of the Final Act—the legal document containing
the tets of all povisions @reed upon ding the UR—sttes
that ary county or searte customs teitory with full
autonony in formulating trade and economic pojican
accede to th&VTO, under conditions rgotiated ty the
acceding counyrandWTO membes. The accession pcess
begins when a countr requests theofmetion of a working
patty to consider its @plicaion. The working paty, open to
all WTO membes, reviews the aplicants trade and eco
nomic policies to assess their consisyewith WTO rules
and to deelop the tems of accessiormhis piocess helps
member counies better undstand the jplicants poligy
regime and its hility to abide by WTO trade ules.The
working paty also povides a érum for membes to identify
areas vhere the gplicant should mak changes to conbrm
with WTO rules.

Simultaneous with the arking paty processbilateral nego-
tiations ae held betwen the acceding couptand inteested
individual WTO membes. In gyriculture, these talksdcus
on estalishing commitmentsdr maket accessntemal sup
port, and eport subsidiesand on elaed issues sicas sani
tary and plytosanitay (SPS) meases. Genally speaking
the working paty process does not end until all héal
negotiations ae completed

One eason tade has notrgwn mote is the gneal political and
economic diauption tha followed the beakup of the Sdet
Union, as well as the disturbance taatte ceded ty counties
having to estalish their avn curenciesAlso, in the years
immedidely following indegpendencgall NIS counties resticted
exports seerely, imposing complete bansif some gods,par
ticulary foodstufs. Feaing maerial shotages,govemments
wanted to kep output within the coungr The dop in impots
was lagely the esult of two developmentsa fall of more than
50 pecent in consumetreal income dllowing piice liberliza:
tion—the lead polig of economic eform—and weak curencies
that kept impot prices high.

However, conditions impeding &de in the post-ingeendence
yeass ae gaduall being corected Political and economic
uncetainty has diminishedhew naional curengy maikets ae
functioning betterand most ®port contiols hare been elimina

The US. govemment,in prepartion for bilateral negotia-
tions, posts aequest in thé&ederl Ragister for puldic com-
ments on a countis accession and consults with thevae
sector to identify pority areas. Based oresponsesan inter
ageng/ committee chaired by the Ofice of the US. Trade
Representtive, develops a érmal U.S. request on tafifs and
other tade meases,which forms the basisor negotiations.

Once bilaeral neyotiations hae ended and theoxking paty
has conluded its eview, a piotocol pa&age is pepared
which consists of the arking paty report and a daft of the
Protocol ofAccession—i.g the tems of accession andyn
accompaning special povisions.After the working paty
approves these documentbey are submitted to th&V TO
membeship for final goproval, with a two-thirds ote needed
for goproval. The gplicant county becomes a member 30
days after its acqetance of the tens of accessiorgither ty
signaure or ty submitting poof of ratification, if the county
requires lgislative gproval.

The tems of WTO membeship ae contained in the Btocol
of Accessionwhich sets out a countis commitments to
meet the equirments of alWTO agreements and the GA
1994.Annexes to the Ratocol generlly contain special jr
visions,sud as shedules to phase out policiestthaust be
terminated by the dae of membeship.

Commitments to bind aneéduce taffs on aricultural prod-
ucts,negotiated bilgerally, are consolidéed into the
Agricultural County Schedule and anmxed to the Ritocol.
This shedule also contains commitments apa@t subsidies
and domestic suppAn acceding counyrmust ngotiate
maiket access commitmentsrftrade in other gods and dr
sewices,which are also annead to the Ratocol.

Shaon Shefeld (202) 694-5167

Shefiel@econ.g.gov

ed Real incomes in most NIS couet ae fising, and naional
cumrencies hee been ppreciding in real tems.

Since economic conditionsiftrade &pansion a& impioving,
the main bendfto both the wrld econony and the NIS and
Baltic countres from the ldter's membeship in theWwTO would
be to diedk growing pressue within the acceding courgs for
trade potectionism. Cuently, import restictions in most NIS
and Baltic countes ae not paticulaly oneous—br agriculture
or economgwide. In Russia and Uking taiiffs for most gricul-
tural impotts range from 10 to 30 peent,and quantitave
restictions on impots ae virtually noneistent,at least r now.

The elaively modeete ndure of oficial trade contols is a lga-
cy of the Seiet peiod. Under centl planning the stae’s stict
monopoy over foreign tiade insulted domestic duces from
the world econony, making conentional tade polig instru-
ments sule as taiffs and quantit@ve contols irelevant.
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However, maiket reform has &posed poduces, not only in agri-
culture tut thoughout the econoynto nev pressues,requiing
them to sell theirwn output,find their avn financing and meet
the dallenge of foreign competition. &ced with these pssues,
agricultural and industal produces thoughout the egion are
lobbying actiely for greder piotection.Tariffs on ayricultural
imports hare been gpwing, and sgeral countres hae enacted
legislation tha provides br the intoduction of gricultural
import quotas and other nonifdrbariers to tade

WTO accession auld counter prtectionist pessue and
encouege the estuctuing and gowth of trade along the lines
of compaative adiantaye. WTO membeship would lok the
NIS and Baltic countes into maxinum allovable taiffs for
agricultural impots, forbid most types of quantitee tade con
trols, and set upper boundsrfstde supparto ariculture.
Accession wuld also ma& NIS and Baltic tide policies mar
transpaent and pedictale.

WTO membeship would also bing the acceding courgs some
specifc advantayes:instant mostdvored-ndion treagment and
access to thé&/TO dispute meeanism,an impotant tool br
smaller counies with less economitnusde.” For example
access to th&/TO dispute meeanism vould be useful iyen the
chamges of dumping madeybvarious counties ajainst NIS
nations, often esulting in impar restictions—as in the case of
Russian értilizer exports to the EU Entry into theWTO would
also povide a setfor the acceding coumdis d the neotiating
table, allowing them to infuence futue WTO trade ules.

The gowth of NIS and Baltic gricultural trade thaWTO mem
bership would piomote would benet U.S. agriculture. The
severe contaction of the NIS and Balticdestok sectos duing
reform has substantigllreduced theegion’s laige impots of
grain, soybeansand sgbean meal used as animaéf which
has hur U.S. exporters of aricultural bulk products AO
Jaruary-Februaly 1997). Haevever, the egion has become a$t-
growing maket for processed and consumrerad/ high-value
food poducts,paticulady med. Since 1992U.S. anrual
exports of piocessedgricultural goods to Russia ka risen in
value fiom less than $100 million tdaut $1.2 billion. Br the
past 2 yais Russia has been the top destomafor U.S. poultry
med exports, which in 1996 eated nedy 1 million tons.

Accession Linlked
To Market Rebrm

To a lage deyree progress inWTO accession is crelaed with
the tent to vhich NIS and Baltic counies hae implemented
maiket reforms. Estonia and ltaia, two of the mosteformist
countiies in the egion, have made the most ggress in their
accession bids andVmalead/ begun to brmulate their
Protocols ofAccession. Russia and Wine two of the lagest
NIS countres involved inWTO accessiorhave alead/ had se-
eral working paty meetings and bitaral consultéions,and the
next working paty meetings a& steduled ér the end of 1997.
However, counties which ale ma/ing much moe slavly on
reform, such as Belans and Uzbekistamre only beginning the
accession rcess.

Poultry Leads Meteoric Rise in U.S. Meat Exports
To NIS/Baltic Countries

Million tfons
1.2
- . Poultry
09 L [ ] other meats
0.6 -
03 r
. ]
1992 1994 1996

Totals include fresh, frozen, prepared, and preserved meat.
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Several potentialy problemaic issues imolving agriculture ae
common to most of the NIS and Baltic accessidhgse issues,
which aiise lagely because of theansitional nture of the
economies of these couieis,can mak it difficult to evaluae
their ayricultural policies in aVTO contet. Two of the main
areas of concer ale maket access—i.ethe extent to which a
county pemits impots—and intemal supparfor domestic gri-
culture.

Mar ket accessMost NIS and Baltic coungs,including Russia
and Ukaine have not imposed quantifae restictions on gri-
cultural impots. Insteadcurent oficial restictions consist pr
maiily of taiffs. This is consistent with the sjtiand ules of
the WTO.

Although in some NIS and Baltic couias agricultural tariffs
have beenising, they are not \et overly restictive. As men
tioned edier, in Russia and Ulaine taiiffs for major aricultur-
al impots range from 10 to 30 peent. Havever, some NIS and
Baltic countres,including Russia and Uking have introduced
minimum perunit taiffs in adlition toad valoremtaxes.The
combined taffs may raise the dective ad valoremrates,which
credes dificulties in ngotiating and then policing theventual
boundtaiiff rates (set ta rate tha cannot beeceeded). In adi-
tion, several counties hae enacted Bgslation providing for
introduction of impor quotas and other noniidrbariers to
trade measues vhich geneally violate WTO rules.

Another aea of concer involving maket access istae trading
In WTO patance stae trading is the xercise of specialights
and pivileges ganted to gvemment or nongvemmental enter
prises,which alter the diection or leel of trade All WTO mem
bers ae required to eport their use of ste enteprises to con
duct tade AO December 1996).
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Almost all counties in the egion have ébandoned complete
stae contol over gricultural trade However, in the less
reformist counties sub as Belans and Uzbekistarhe staée
maintains swng infuence eer both the diction and wlume of
agricultural trade often though @encies pvatized in name
only. In Russia and c&in other countes, mary of the breign
trade oganizaions tha handled tade under the S@et regime
have been coverted to joint-stok companies in Wich the @v-
emment contines to hold (sometimes majy) shaes. In
Russiathis reldionship has iyen impetus to @nting tax
exemptions ér sut companiesas well as &clusive huying/
selling ights and concessionaledit tied to specifation of
import souces.

Since these prileged oganizdions ae lagely impotters rather
than eporters, the concessionggnted them ha probably
increasedrather than de@asedthe egion’s impots of food
stuffs. Hawvever, as the amay of policy instuments to potect
domestic ppduces dedines, the elaionship betveen the ste
and these ganizaions,as vell as other types of d&trading
arangmentscould be used as an inelat way to reduce
impotts.

Agricultural trade among NIS coungs also aises questions of
stae trading Much of this tade is conducted tbugh intestae
agreements thaspecify tade wlumes. Fequenty an NIS coun
try will authoiize a single companor egent to fulill an inter
stae trade greementThe use of a solegant to tade on a non
commecial basis mg constitute sti@ trading while interstae
barer tade greementsaise questions ofdde disdmination.

Sanitay and plytosanitay (SPS) issues and tedcal bariers
to trade (TBT)are futher aeas of concer regarding maket
accessThe NIS bod saéty and standds systemdargely
retained fom the Swiet pefod, might not fuly comply with
WTO rules. Most of these courgs lak a single inquiy point
for information on standals and SPSequirementsand thee is
cumrently inadequge transpaeng in the adoption and noitif-
tion of measws,as equired in the Ungugy Round SPS and
TBT agreements.

For example Russia has intduced ne labeling equirements
(scheduled to g into efect on My 1, 1997) Pbr foodstufs and a
holographic mak of conformity for cetain items.These egula
tions were not intoduced in @ manner consistent WitiTO pro-
visions onTBT'’s, as the @nspaeng/ requirments were not
obseved and a ansition peiod was not intuded in the dginal
legislation.

A final problem concening maket access in some coues,
paticulaly Russiajs the issue ofegional contols on aricul-
tural flows which ate often tied to the contired paver of pio-
curement ly local authoities. While most conils in Russia and
Ukraine hae been on thexport sidg some localities (sutas
the Serdlovsk and Mgadan egions in Russia) @& tuning to

taiiffs or other imparrestictions.Although most of these ac

tices violde fedeal law, cential govemment weakness vis-a-vis
the egions has made emfcement dificult. WTO membes will
seek ass@ances thiaregional policies will not undenine tiade
concessions metiated with the édenl govemment.

Inter nal support. The NIS and Baltic rtaons will be equired to
commit to eductions in domestic suppaf agricultural produc
tion. Ead county must quantify its leel of domestic suppbby
calculding and submitting to th&/TO an annal Aggregate
Measue of Suppar (AMS).

Eadc county commits to educe domestic supfdrom a base-
peliod AMS. For acceding counts the base pied is the thee
most ecent ears of vailable dda. For eat succeedingsar a
country’sAMS calculdion must not &ceed a ngotiated, gradu
ally dedining limit expressed as a pant of the base-ped
AMS.

Several problems common to most NIS and Baltic cousgr
male it difficult to compute the awal AMS, paticulary for the
base-pdod years. These compliding factors indude high infa-
tion, cgpturing suppor a the sub-naonal level (which is sizéle
in Russia)and handling the witing off of stae loans to gricul-
ture. Russias inflation rates in 19931994,and 1995 wre 840,
215,and 130 parent,and the ates in most other NIS couids
were higherWith inflation, the calculéed level of suppar can
differ from year to yar not only because suppbohas tiangd in
real tems,but because jwes and monetgrvalues in gneal
have been infted If the AMS for a county is to be gpressed
in its own cureng/, a common pproad to adjust ér inflation
has been toxpress all annal values in constantalue of a
given year

It is not likely tha suppot to agriculture will prove a major
sticking point in accession getiations,despite the difculties
encumbeang AMS calculdions. Most NIS and Baltic courndis
are fiscally weak,with little funds aailable for agricultural sup
port. Futhemore, stae supparin the iegion has &llen substan
tially from the Swiet pefod. During the lae 19805, total Swiet
budget subsidies to thegeculture and 6od econom were esti
mated d about 10 pecent of GDPIn contast,Russias agricul-
tural supporin 1995 fom govemmental bidget expenditue
(including tax beaks and soft loans) is estited d 2-3 pecent.

The specit terms of WTO accession arimpotant for U.S.
agriculture. Emphasis in rgotiations will be on ensimg maket
access opptunities though taiff bindings (settingates tha
cannot be xceeded) and themoval of all nontaiff bariers to
trade Transpaeng in haw stde trading entgurises conduct ade
is vital, so tha their actvities do not cicumwvent maket access
commitmentsAnd commitments to compiwith rules on SPS
measues andIBT's will be soughtio ensue thd sud bariers
to U.S. products a@ based on science or imtdional standats.
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